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DIGEST: 
1 .  A t r a n s f e r r e d  employee  purchased  

a new r e s i d e n c e  and  was charged 
1 p e r c e n t  of h i s  l o a n ,  p l u s  $ 2 5 0 ,  
as a " l o a n  o r i g i n a t i o n  f e e . "  H e  
was r e imbursed  t h e  1 p e r c e n t  a n d  
now claims t h e  a d d i t i o n a l  $ 2 5 0 .  
Under  Federal T r a v e l  R e g u l a t i o n s  
(FTR) para .  2 - 6 . 2 d ( l ) ( b ) ,  s u c h  fees 
a re  r e i m b u r s a b l e  n o t  to  e x c e e d  
a m o u n t s  c u s t o m a r i l y  c h a r g e d .  S i n c e  
HUD a d v i s e d  t h a t  t h e  c u s t o m a r y  r a n g e  
of f e e  c h a r g e d  i n  t h e  area is  1 to  
1-1/2 p e r c e n t  of t h e  l o a n ,  t h e  maximum 
of t h e  c u s t o m a r y  r a n g e  may be u s e d  f o r  
FTX p u r p o s e s  and  when reduced t o  a 
d o l l a r  a m o u n t ,  e s t a b l i s h e s  t h e  n o t  t o  
e x c e e d  ainount  w h i c h  may be r e i m b u r s e d  
i n  a n y  o n e  case. T h u s ,  t h e  e m p l o y e e  
may be r e i m b u r s e d  a n  a d d i t i o n a l  amount  
u p  t o  t h e  maximum of 1-1/2 p e r c e n t .  

2. 4 t r a n s f e r r e d  e m p l o y e e  p u r c h a s e d  h a z a r d  
i n s u r a n c e  o n  h i s  n e w  r e s i d e n c e  as a 
c o n d i t i o n  o f  o b t a i n i n g  a m o r t g a g e  
l o a n .  He claims r e i m b u r s e m e n t  based 
o n  h i s  a g e n c y ' s  "Einployees  R e l o c a t i o n  
Gu ide"  p u b l i c a t i o n  a s  a u t h o r i t y .  T h e  
F e d e r a l  Trave l  R e g u l a t i o n s ,  FPNR 101-7 
(September 1 9 8 1 )  (FTR), w h i c h  are  
s p e c i f i c a l l y  a u t h o r i z e d  by  law and  
h a v e  t h e  f o r c e  and  e f f e c t  o f  l a w ,  
s t r i c t l y  g o v e r n  t h e  r e l o c a t i o n  e x p e n s e  
e n t i t l e m e n t s  o f  Federal e m p l o y e e s .  
T h e  c i ted  p u b l i c a t i o n  is a d m i n i s t r a -  
t i v e  and  does n o t  h a v e  t h e  f o r c e  a n d  
e f f e c t  of law. T h e r e f o r e ,  t o  t h e  
e x t e n t  t h a t  s u c h  p u b l i c a t i o n  may b e  
i n c o n s i s t a n t  w i t h  p r o v i s i o n s  o f  t h e  
FTR it  is n o t  b i n d i n g  on t h e  
Governmen t .  See d e c i s i o n s  c i t e d .  
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3 .  A t r a n s f e r r e d  employee  was r e q u i r e d  
t o  purchase h a z a r d  i n s u r a n c e  a s  a 
c o n d i t i o n  o f  o b t a i n i n g  a m o r t y a g e  
l o a n .  H e  claims t h a t  s i n c e  i t  was 
p r o p e r t y  i n s u r a n c e  and  r e q u i r s d  by 
t h e  l e n d e r ,  i t  is r e i m b u r s a b l e .  The 
term " p r o p e r t y  i n s u r a n c e "  is  a term 
d e s c r i b i n g ,  g e n e r a l l y ,  a l l  t y p e s  of 
r ea l  o r  personal  p r o p e r t y  i n s u r a n c e  
and  is n o t  a term used i n  t h e  FTR to  
descr ibe s u c h  p o t e n t i a l l y  r e i m b u r s a b l e  
cos t .  Under  FTR, para.  2 - 6 . 2 ( d ) ( l )  
o n l y  t h e  cos t  of o n e  t y p e  of p rope r ty  
i n s u r a n c e ,  t i t l e  i n s u r a n c e ,  may be 
r e i m b u r s e d  and  t h e n  o n l y  i f  i t  is 
r e q u i r e d  by a l e n d e r .  H a z a r d  i n s u r -  
a n c e  is a n o t h e r  t y p e  o f  p r o p e r t y  
i n s u r a n c e  w h i c h  re la tes  t o  f i n a n -  
c i a l  p r o t e c t i o n  a g a i n s t  loss or dain- 
age t o  s t r u c t u r e s  or i m p r o v e m e n t s  t o  
r e a l  e s t a t e ,  o c c a s i o n e d  by  s p e c i f i c  
c a t a s t r o p h i c  e v e n t s .  S i n c e  FTR, 
para.  2 - 6 . 2 ( d ) ( 2 ) ( a )  s p e c i f i c a l l y  
p r e c l u d e s  r e i m b u r s e m e n t  of t h e  coa t s  
of loss a n d  damage i n s u r a n c e ,  t h e  
claim may n o t  be ? a i d .  

T h i s  d e c i s i o n  is  i n  r e s p o n s e  t o  a request f rom a n  
A u t h o r i z e d  C e r t i f y i n g  O f f i c e r ,  I n t e r n a l  Revenue  S e r v i c e  
(IRS), S o u t h w e s t  R e g i o n ,  D e p a r t m e n t  o f  t h e  T r e a s u r y .  T h e  
n a t t e r  i n v o l v e s  t h e  e n t i t l e m e n t  of o n e  o f  i t s  e m p l o y e e s  t o  
be r e i m b u r s e d  c e r t a i n  r e a l  e s t a t e  re la ted e x p e n s e s  w h i c h  
were i n c u r r e d  i n c i d e n t  to  a p e r m a n e n t  c h a n g e - o f - s t a t i o n  
t r a n s f e r  i n  J u n e  1983.  We c o n c l u d e  t h a t  t h e  e m p l o y e e  may 
be r e i m b u r s e d ,  i n  p a r t ,  f o r  t h e  f o l l o w i n g  r e a s o n s .  

BACKGROUND 

M r .  Mark K r o c z y n s k i ,  a n  IRS e m p l o y e e ,  r e c e i v e d  a 
p e r m a n e n t  c h a n g e - o f - s t a t i o n  t r a n s f e r  f r o m  N e w  York, 
N e w  York ,  t o  Lake  C h a r l e s ,  L o u i s i a n a .  Y e  reported f o r  
d u t y  a t  h i s  new s t a t i o n  o n  J u n e  1 1 ,  1 9 8 3 .  

3 y  s u p p l e m e n t a l  t r a v e l  v o u c h e r ,  Yr. K r o c z y n s k i  s o u g h t  
r e i m b u r s e m e n t  f o r  e x p e n s e s  i n c u r r e d  a t t e n d a n t  t o  t h e  p u r -  
chase of a r e s i d e n c e  i n  t h e  area of h i s  new d u t y  s t a t i o n ,  
i n  t h e  amoun t  of $ 1 , 5 1 0 .  A l l  of t h e  e x g e n s e s  c l a i m e d  o n  
t h a t  v o u c h e r ,  i n c l u d i n g  a 1 p e r c e n t  l o a n  o r i g i n a t i o n  f e e ,  
w i t h  t h e  e x c e p t i o n  o f  a n  a d d i t i o n a l  $250 fee  c h a r g e d  by  
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t h e  l e n d i n g  i n s t i t u t i o n ,  a n d  $283  f e e  c h a r g e d  a s  a premium 
f o r  h a z a r d  i n s u r a n c e ,  were allowed. T h e  t w o  items which 
were d i s a l l o w e d ,  were disal lowed f o r  t h e  r e a s o n  t h a t  t h e  
$250 c h a r g e  by t h e  l e n d i n g  i n s t i t u t i o n  i n  a d d i t i o n  t o  t h e  
1 p e r c e n t  l o a n  o r i g i n a t i o n  f e e  was n o t  a c u s t o m a r y  c h a r g e  
i n  t h a t  a rea ,  and  t h a t  i n s u r a n c e  a g a i n s t  l o s s  or damage t o  
p r o p e r t y  is n o t  r e i m b u r s a b l e ,  c i t i n g  t o  I n t e r n a l  Revenue  
X a n u a l  ( IRIY)  1 7 5 3 ,  s e c t i o n  5 9 3 ( 1 ) ( d ) ( 2 ) .  

Y r .  K r o c z y n s k i  s u b m i t t e d  a reclaim v o u c h e r  f o r  t h e  
disal lowed items. I n  s u p p o r t  o f  e n t i t l e m e n t ,  h e  a s se r t s  
t h a t  t h e  i n f o r m a t i o n  s u p p l i e d  t h e  a g e n c y  c o n c e r n i n g  l o a n  
o r i g i n a t i o n  f e e s  o n l y  p e r t a i n s  to  FHA l o a n s  a n d  t h a t  s i n c e  
h i s  was a c o n v e n t i o n a l  l o a n  t h e  a d d i t i o n a l  $250 charge is 
p r o p e r l y  r e i m b u r s a b l e .  I n  s u p p o r t  o f  r e i m b u r s e m e n t  f o r  t h e  
cos t  o f  h a z a r d  i n s u r a n c e ,  h e  r e f e r s  t o  t h e  I n t e r n a l  Revenue  
S e r v i c e ,  Employees  R e l o c a t i o n  G u i d e ,  Document  6076 ( R e v .  
1 / 8 3 ) ,  w h i c h  p r o v i d e s ,  i n  p a r t ,  t h a t  p r o p e r t y  i n s u r a n c e  is a 
n o n r e i m b u r s a b l e  e x p e n s e  " i f  p u r c h a s e d  f o r  t h e  p r o t e c t i o n  of 
you a n d  n o t  r e q u i r e d  by  t h e  l e n d e r . "  He asserts t h a t  t h e  
l e n d e r  r e q u i r e d  h i m  t o  p u r c h a s e  and  ' n a i n t a i n  s u c h  i n s u r a n c e  
as  o n e  o f  t h e  c o n d i t i o n s  c o n t a i n e d  i n  h i s  mortgage l o a n  
a g r e e m e n t .  

D E C I S I O N  

T h e  p r o v i s i o n s  g o v e r n i n g  r e i m b u r s e a e n t  f o r  real  e s t a t e  
e x p e n s e s  i n c i d e n t  t o  a t r a n s f e r  of d u t y  s t a t i o n  are con-  
t a i n e d  i n  5 U.S.C. s 5724a  ( 1 9 8 2 1 ,  a n d  r e g u l a t i o n s  i s s u e d  
t h e r e u n d e r .  T h o s e  r e g u l a t i o n s  are c o n t a i n e d  i n  Chap te r  2 of 
t h e  F e d e r a l  T r a v e l  R e g u l a t i o n s ,  FPMR 101-7 (September 1 9 8 1 )  
( F T R ) ,  a s  amended,  i n  p a r t ,  by GSA B u l l e t i n  FPMR A-40, 
Supp.  4 (October 1 9 8 2 ) .  S i n c e  these r e g u l a t i o n s  are  
s p e c i f i c a l l y  a u t h o r i z e d  by  law,  t h e y  h a v e  t h e  f o r c e  and  
e f f e c t  o f  law. I n  t h e  a b s e n c e  o f  terms i n  t h e  l a w  or  t h e  
r e g u l a t i o n s  otherwise p e r m i t t i n g ,  t h e  p r o v i s i o n s  o f  tne FTR 
may n o t  be m o d i f i e d  by  a g e n c y  r e g u l a t i o n s  or w a i v e d  i n  a n  
i n d i v i d u a l  case by t h e  e m p l o y i n g  a g e n c y  o r  our O f f i c e .  See 
D o m i n i c  D. D 'Abate ,  B-210523, October 4 ,  1 9 8 3 ,  6 3  Comp. 
Gen. 2 ,  a n d  C h a r l e s  R.  S t e b b i n s ,  8 -215263,  October 1 ,  1984. 
T h e r e f o r e ,  a n  e m p l o y e e ' s  r i g h t  t o  b e  r e i m b u r s e d  f o r  reloca- 
t i o n  e x p e n s e s  is s t r i c t l y  l i m i t e d  to t h a t  a u t h o r i z e d  by  
s t a t u t e  a n d  t h e  F e d e r a l  Trave l  R e g u l a t i o n s .  

Loan O r i g i n a t i o n  Fee . 
FPMR A-40, Supp .  4 (October 1 9 8 2 ) ,  p r o v i d e s ,  i n  par t :  

Paragraph  2-6.2d of t h e  FTR, as amended by  GSA B u l l e t i n  

- 3 -  

i 



8 - 2 1 6 2 5 1  

"d .  Niscellaneous expenses. 

" ( 1 )  Reimbursable items. The expenses 
l i s t e d  below a r e  reimbursable i n  connection 
w i t h  the  * * * purchase of a res idence,  
grovided they a r e  customarily paid * * * by 
the purchaser of a residence a t  t h e  new 
o f f i c i a l  s t a t i o n  to  the ex ten t  t h e y  do not 
exceed alnounts customarily paid i n  t h e  
l o c a l i t y  of the residence.  

* * * * i 

" ( b )  Loan o r i g i n a t i o n  fee ;"  

9 loan o r i g i n a t i o n  f ee ,  genera l ly ,  is a fee  assessed 
a mortgagor by a lzndinq i n s t i t u t i o n  t o  compensate the 
lender for the  time and expenses assoc ia ted  w i t h  o r i g i n a t i n g  
a loan,  s u c h  a s ,  processing documents ,  securing a c r e d i t  
i nves t iga t ion  on t h e  prospect ive mortgagor and performing 
o ther  r e l a t e d  a c t i v i t i e s .  While t h e  most common method of 
charging fo r  these expenses is s t a t i n g  i t  a s  a percentage of 
t h e  ainount t o  be loaned, t h e  charge f o r  those se rv ices  can 
also be s t a t e d  a s  a s e t  charge not s p e c i f i c a l l y  t i e d  t o  the 
amount of the loan,  o r ,  a s  i n  the present  case ,  a percentage 
of t h e  loan ,  plus  a s e t  charge. 

h complicating f ea tu re  of a loan o r i g i n a t i o n  fee is 
t h a t  many lenders  w i l l  i n c l u d e  a mortgage discount  o r  
"poin ts"  t o  t h e  charges made, e spec ia l ly  where the method 
of charging is a s  a percentage of the loan. We have defined 
a mortgage discount  o r  "poin ts"  a s  being p a r t  of t h e  p r i c e  
paid fo r  the  h i r e  of noney where the i n t e r e s t  r a t e  charged 
on the  loan is below t h e  mortgage market l e v e l ,  o r  lower 
than t h e  i n t e r e s t  r a t e  income ava i l ab le  t o  t h e  l e n d i n g  
i n s t i t u t i o n  from a l t e r n a t i v e  investment oppor tun i t i e s .  
3-164812, September 3, 1 9 7 0 ;  and Roger J. Salem, B - 2 1 4 0 1 8 ,  
June 2 7 ,  1984, 63 Comp. Gen. 456. 

In dec i s ion  Roger J .  Salem, above, w e  considered 
a s i t u a t i o n  i n  vJhioh a p a r t i c u l a r  l e n d i n g  i n s t i t u t i o n  
charged 5 percent of the  loan a s  a loan o r i g i n a t i o n  fee.  
On a n a l y s i s ,  we expressed t h e  view t h a t  the amount charged 
was so unreasonable t h a t  i t  could not poss ib ly  represent  
only adminis t ra t ive  c o s t s  associated w i t h  the  making of 
the loan o r  a reasonable approximation thereof and concluded 
t h a t  the  excess represented a mortgage discount  add on. We 
ru led ,  t he re fo re ,  t h a t  s ince  much of t h e  charge represented 
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a mortgage d i s c o u n t ,  we wou ld  g i v e  g r e a t  w e i g h t  to  t h e  
i n f o r m a t i o n  provided by  t h e  D e p a r t m e n t  o f  X o u s i n g  a n d  U r b a n  
D e v e l o p m e n t  ( W D ) .  S i n c e  t h e y  d e t e r m i n e d  t h a t  t h e  c u s t o m a r y  
c h a r g e  i n  t h e  home p u r c h a s e  l o c a l i t y  was 1 p e r c e n t  o f  t h e  
l o a n ,  w e  h e l d  t h a t  i n  t h e  a b s e n c e  o f  a d e f i n i t i v e  s h o w i n g  
t h a t  t h e  c u s t o m a r y  c h a r g e  t h e r e  was h i g h e r ,  r e i m b u r s e m e n t  
was l i i n i t e d  t o  1 p e r c e n t .  

I n  t h e  p r e s e n t  case,  w e  h a v e  b e e n  i n f o r m a l l y  
a d v i s e d  t h r o u g h  t h e  HUD o f f i c e  s e r v i c i n g  t h e  L a k e  Char les ,  
L o u i s i a n a ,  a rea  t h a t  t h e  c u s t o m a r y  method o f  c h a r g i n g  a 
l o a n  o r i g i n a t i o n  f e e  is a s  a p e r c e n t a g e  of t h e  l o a n  a n d  
t h a t  t h e  c u s t o m a r y  p e r c e n t a g e  r a n g e  is  b e t w e e n  1 a n d  
1-1/2 p e r c e n t  o f  t h e  l o a n .  The method used by t h e  p a r t i c u -  
l a r  l e n d i n g  i n s t i t u t i o n  s e r v i c i n g  Mr. K r o c z y n s k i ' s  a c c o u n t ,  
i . e . ,  1 p e r c e n t  of t h e  l o a n ,  p l u s  $ 2 5 0 ,  c l e a r l y  is a depar- 
t u r e  from t h e  customary method o f  c h a r g i n g .  However, when 
a l l  p e r c e n t a g e s  a r e  r e d u c e d  t o  d o l l a r  a m o u n t s  i n  t h i s  
case, h e  p a i d  $ 5 5 2  as a l o a n  o r i g i n a t i o n  f e e .  S i n c e  t h e  
u p p e r  l i m i t  o f  t h e  c u s t o m a r y  r a n g e  o f  f e e  c h a r g i n g  i n  
t h a t  l o c a l i t y  was 1-1/2 p e r c e n t ,  t h a t  l i m i t  may be u s e d  
t o  e s t a b l i s h  t h e  n o t  t o  e x c e e d  amoun t  i n  t h i s  case. On 
t h a t  b a s i s ,  t h e  maxirnum l o a n  o r i g i n a t i o n  f e e  o n  h i s  l o a n  
( $ 3 0 , 2 0 0 ) ,  w o u l d  have b e e n  $ 4 5 3 .  I n  v i e w  o f  t h e  f a c t  t h a t  
t h e  l i m i t a t i o n  e x p r e s s e d  i n  paragraph 2-6.2d o f  t h e  FTR, 
as a m e n d e d ,  is t h a t  t h e  r e i m b u r s e m e n t  :nay " n o t  e x c e e d  t h e  
a m o u n t s  c u s t o m a r i l y  pa id , "  a n d  based o n  t h e  i n f o r m a t i o n  
f r o m  HUD, W .  R r o c z y n s k i ' s  r e i m b u r s e m e n t  is l i m i t e d  to  
$ 4 5 3 .  S i n c e  h e  h a s  a l r e a d y  b e e n  r e i m b u r s e d  $ 3 0 2 ,  a n  
a d d i t i o n a l  $ 1 5 1  may be c e r t i f i e d  f o r  p a y m e n t  t o  him €or 
h i s  l o a n  o r i g i n a t i o n  fee. 

H a z a r d  I n s u r a n c e  

Mr. K r o c z y n s k i  h a s  s o u g h t  r e i m b u r s e m e n t  f o r  t h e  cos t  o f  
t h i s  i n s u r a n c e  b y  a s s e r t i n g  t h a t  it is  an otherwise reim- 
b u r s a b l e  p r o p e r t y  i n s u r a n c e  item d e s c r i b e d  i n  h i s  a g e n c y ' s  
r e l o c a t i o n  q u i d e ,  b e c a u s e  i t s  p u r c h a s e  was r e q u i r e d  b y  h i s  
n o r t g a g e  l e n d e r .  

The  p u b l i c a t i o n  i n  q u e s t i o n  ( I n t e r n a l  R e v e n u e  Service,  
E m p l o y e e s  R e l o c a t i o n  G u i d e ,  Document  6 0 7 5  (Rev. 1 / 8 3 ) ) ,  
m e r e l y  p r o v i d e s  e m p l o y e e s  w i t h  a g e n e r a l  o u t l i n e  of t h e i r  
r i g h t s  a n d  r e s p o n s i b i l i t i e s  o n  p e r m a n e n t  c h a n g e - o f - s t a t i o n  
t r a n s f e r s .  T h e  Federal T r a v e l  R e g u l a t i o n s  g o v e r n  e m p l o y e e  
r e l o c a t i o n  e x p e n s e  e n t i t l e m e n t .  T h u s ,  t o  t h e  e x t e n t  t h a t  
t h e  c i ted  p u b l i c a t i o n  may be i n c o n s i s t a n t  w i t h  t h e  FTR, a n y  
e r r o n e o u s  i n f o r m a t i o n  c o n t a i n e d  t h e r e i n  is  n o t  b i n d i n g  o n  
t h e  G o v e r n m e n t .  See D ' A b a t e  a n d  S t e b b i n s ,  a b o v e .  
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Pa rag raph  2 - 6 . 2 d ( 2 )  of t h e  FTR p r o v i d e s  i n  p a r t :  

" ( 2 )  N o n r e i m b u r s a b l e  items. 

" ( a )  * * * i n s u r a n c e  a g a i n s t  loss  or  
d a m a g e  o f  s r o p e r t y  * * *." 
The t e r n  " p r o p e r t y  i n s u r a n c e "  is  a broad g e n e r i c  term 

o f t e n  used t o  descr ibe ,  g e n e r a l l y ,  a l l  t y p e s  of i n s u r a n c e  
a n  i n d i v i d u a l  rllay p u r c h a s e  w h i c h  r e l a t e s  t o  o w n e r s h i p  o r  
p o s s e s s i o n  o f  p r o p e r t y ,  r ea l  o r  p e r s o n a l .  T h e  FTR 
p c a v i s i o n s  r e g a r d i n g  i n s u r a n c e  cos t  r e i m b u r s e m e n t  do n o t  
de31  i n  s u c h  d broad d e s c r i p t i v e  term. T h e y  d e a l  o n l y  w i t h  
c e r t a i n  s p e c i f i c  t y p e s  of p r o p e r t y  i n s u r a n c e .  F o r  e x a m p l e ,  
u n d e r  FTR para ,  2 - 6 . 2 ( d ) ( l ) ,  t h e  o n l y  i n s u r a n c e  cos t s  w h i c h  
a r e  deemed reimbursable  a r e  t h e  p r e n i u m s  charged f o r  a 
m o r t g a g e  t i t l e  i n s u r a n c e  p o l i c y  where  r e q u i r e d  by  t h e  l e n d e r  
as a c o n d i t i o n  o f  the l o a n ,  a n d  a n  o w n e r ' s  t i t l e  i n s u r a n c e  
p o l i c y ,  u n d e r  c e r t a i n  s t i p u l a t e d  c i r c u m s t a n c e s .  I n  c o n t r a s t  
to  t h a t  t y p e  of i n s u r a n c e ,  h a z a r d  i n s u r a n c e  is  t y p i c a l l y  
i n s u r a n c e  w h i c n  p r o v i d e s  f i n a n c i a l  p r o t e c t i o n  a g a i n s t  loss 
or  damage t o  s t ruc td res  a n d  i m p r o v e m e n t s  to  r e a l  e s t a t e ,  
o c c a s i o n e d  by  s p e c i f i c  p o t e n t i a l l y  c a t a s t r o p h i c  e v e n t s ,  
s u c n  a s ,  f i r e ,  f l o o d ,  w i n d s t o r m  or e a r t h q u a k e .  R e g a r d l e s s  
o f  M h e t h e r  a l e n d i n g  i n s t i t d t i o n  r e q u i r e s  t h e  p u r c h a s e  of 
s u c h  i n s u r a n c e  a s  a c o n d i t i o n  o f  m a k i n j  t h e  mortgage l o a n ,  
s i n c e  FTR pa ra .  2 - 6 . 2 d ( 2 ) ( a )  p r o v i d e s ,  w i t h o u t  e x c e p t i o n ,  
t h a t  t h e  cost  of  loss and damage  i n s u r a n c e  is n o n r e i m b u r s -  
a b l e ,  V r ,  K r o c z y n s k i ' s  h a z a r d  i n s u r a n c e  cost  claim may n o t  
be c e r t i f i e d  €or p a y m e n t .  

i i z - : * z  ComptrolleY d n e r a l  
of t h e  U n i t e d  S t a t e s  
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